the concept is a descendant of the Ricardian theory of 'comparative advantage' 3 has been questioned, and it has been argued that the two concepts might lead to quite different practical results in a given situation; that the concept can be misleading as a policy prescription; and that production and trade decisions by countries are based on many other considerations 4 . However, the concept has gained common currency along with its offshoot 'virtual water trade', and scholarly literature on the subject is growing 5, 6, 7, 8 (see The water footprint of humanity).
Stephen Merrett puts forward two criticisms of the concept. His first point is that what goes into the production of rice or wheat is real water and not virtual water. That is true enough, perhaps even obvious. At the production stage, the water is indeed real. It is when the rice or wheat is traded that the concept of virtual water comes into play: we can then say that when a country exports rice or wheat it is 'virtually' exporting the water that had gone into its production.
Merrett's second point is that the terms 'virtual water' and 'import of virtual water' are unnecessary. He refers to this as a case of application of Occam's razor.Let me now state my critique of the concept, which is on somewhat different lines. Even a water-short country may wish to use some of its limited water for producing food. Dependence on imports for food may be felt to be not in the interest of food security. Within a country, every State or province may wish to maintain a certain level of self-reliance in respect of food. Further, the natural resource endowment of a country may not wholly limit its economic activity including its exports: it may be able to add substantial value to what it imports and export the finished product. (It is of course difficult to stretch that argument to cover water).
These qualifications do not invalidate the proposition that the concept of virtual water is useful as a warning signal to countries (or areas within a country) to be aware of the quantity of water that goes into what they produce and consume or export. Here I differ from Merrett. However, I have to qualify my acceptance of the concept with two reservations.
First, in the context of the general dominance today of a certain economic philosophy, there is a tendency to misuse the ideas of 'virtual water' and `virtual water trade' in international forums as instruments for the doctrinaire advocacy of neo-liberal economic prescriptions. We need to be wary of that tendency, though of course Allan cannot be held responsible for it.
Secondly, while it is perfectly in order to say that large quantities of water are used in the production of certain agricultural commodities or industrial products, and that the export of those commodities or products is therefore virtually like exporting water, it does not follow that water is being actually exported. The term 'virtual export of water' has become 'export of virtual water', and this leads on to the further term 'virtual water trade'. 'Virtual water' tends to be regarded as a real commodity in which trade is taking place, and this in turn leads to the compilation of statistics of that unreal trade. This is an instance of what Wittgenstein might have called the bewitchment of the intelligence by language.
Vineyard, Rioja region, northern Spain -How should water used in the production of wine be accounted for?
At the risk of stating the obvious, it needs to be said that when a country exports or imports sugar or rice or cotton, it is exporting or importing sugar or rice or cotton, and not water. (Merrett makes this point, but in a different way.) It is very misleading to talk about 'virtual water trade' in this context. The only trade in water is where (real) water itself is traded in bottled form or in the form of soft drinks, or in exceptional cases of exports or imports of water in bulk.
Further, the water needed to produce a product is not the same thing as the water content of that product. This is one more reason why the concept of 'virtual water trade' is misleading. (Allan had initially used the term 'embedded water', which he rightly corrected later to 'virtual water', but a bit of that original error seems to be surviving in the new term.)
A water-rich country may import a product instead of producing it domestically for various reasons which have nothing to do with water. A water-short country may import a commodity or product because it does not have enough water to produce it, or for various other reasons, but it may not think of the import of that commodity or product as an import of water. The statement that a country that is not well endowed with natural resources may have to depend on imports is a statement of the obvious; there is no need for a concept of 'virtual water trade' to explain this. To regard such imports/exports of commodities or products as 'water trade' seems a seriously misleading proposition.
I am not arguing against the concept of 'virtual water' as a means of promoting an awareness of the water implications of the production or export of certain commodities or products. It is indeed very useful for that purpose. The concept is also a useful adjunct to that of 'water footprint'. However, 'virtual water' is a metaphor, and we must not push that metaphor too far and muddle ourselves into thinking that there is a real commodity called 'virtual water' and that there is a large international trade in it.
It will be seen that while Merrett says that (at the production stage) real water is mistakenly described as virtual water, I point out that in the context of trade 'virtual' water is mistakenly treated as real water. Both are valid and necessary criticisms.
